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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Enclosed  is  the  report  on  the  audit  of  the  Eastern  Montana  College 
revenue  bonds  for  the  year  ended  June  30,  1983. 

The  audit  was  conducted  by  Smith,  Birkeland  and  Company,  Certified 
Public  Accountants,  under  a  contract  between  the  firm  and  our 
office.  The  comments  and  recommendations  contained  in  this  report 
represent  the  views  of  the  firm  and  not  necessarily  the  Legislative 
Auditor . 


The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 


EASTERN  MONTANA  COLLEGE 
Billings,  Montana 

TABLE  OF  CONTENTS 
June  30,  1983 


Appointive  and  Administrative  Officials 

Report  of  Certified  Public  Accountants 

Schedules  Regarding  All  Revenue  Bond  Series 
Revenue  Bonds  Outstanding 
Advance  Redemption  Rights 
Investments 
Auditors'  Comments 

Dormitory  Bonds  of  1956  (Apsaruke  Hall) 
Data  on  Bonds 

Schedule  of  Revenues  and  Expenditures 
Schedule  of  Account  Activity 
Auditors'  Comments 

E.M.C.E.  Building  Fee  Revenue  Bonds  Series  1965  (Refunding) 
Data  on  Bonds 

Schedule  of  Revenues  and  Expenditures 
Schedule  of  Account  Activity 
Auditors'  Comments 

E.M.C.E.  Housing  and  Dining  Revenue  Bonds  of  1964  (Petro  Hall 
and  Rimrock  Hall  Refunding) 

Data  on  Bonds 

Schedule  of  Revenues  and  Expenditures 

Schedule  of  Account  Activity 

Auditors'  Comments 

Report  on  Internal  Controls 

Summary  of  Auditors'  Recommendations 

Eastern  Montana  College's  Response  to  Auditors'  Recommendations 

Resolution  of  Prior  Auditors'  Recommendations 


Page 
1 
2 


3 

4 

5 

6-7 


8 

9 

10 

11-12 


13 

14 

15 

16-17 


18-19 
20 
21 

22-24 

25-26 
27 

28-34 
35 


EASTERN  MONTANA  COLLEGE 
Board  of  Regents  and  Principal  Officials 


Board  of  Regents 


Ex  Officio  Members: 

The  Honorable  Ted  Schwinden 
Ed  Argenbright 
Dr.  Irving  Dayton 

Appointed  Members: 

Jeffrey  B.  Morrison,  Chairperson 

Beatrice  McCarthy 

Burt  L.  Hurwitz 

Robert  Knight 

Mary  Pace 

Elsie  Redlin 

Darla  Keck,  Student  Regent 


Governor  of  the  State  of  Montana 

Superintendent  of  Public  Instruction 

Commissioner  of  Higher  Education 


Helena 

Anaconda 

White  Sulphur  Springs 

Missoula 

Bozeman 

Lambert 

Havre 


Local  Executive  Board 


Vera  Gerke,  Chairperson 
V.  Eugene  Cetrone 
Vic  Miller 


Principal  Administrative  Officials 

Dr.  Bruce  H.  Carpenter  President 

Dr.  Samuel  H.  Rankin,  Jr.  Academic  Vice  President 

Kenneth  W.  Heikes,  CPA  Administrative  Vice  President 

Dr.  Lowell  Dunlop  Dean  of  Students 


Principal  Financial  Officials 


Donald  E.  Fox,  CPA 
Mary  K.  Thompson,  CPA 
Monte  Brown,  CPA 
Kathleen  Hicks,  CPA 
Mary  Olson 
Shelley  Zimmerman 


Controller/Budget  Officer 

Assistant  Controller /Bursar 

Accountant-Current  Unrestricted 

Accountant-SBAS 

Accountant-Loan  Funds 

Accountant-Grants  and  Contracts 
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SMITH, 

BIRKELAND   &   CO. 

CERTIFIED  PUBLIC  ACCOUNTANTS 

DUANE  E 

SMITH,  CPA              C.  W.  "Chet" 

BIRKELAND,  CPA 

200  NORTH  34TH  STREET 
BILLINGS,  MONTANA  59101 

Telephone  252-51  1  1 

THE  LEGISLATIVE  AUDIT  COMMITTEE 
OF  THE  MONTANA  STATE  LEGISLATURE 


We  have  examined  the  schedule  of  revenues  and  expenditures,  schedule  of 
account  activity  and  schedule  of  investments  of  EASTERN  MONTANA  COLLEGE 
Revenue  Bonds;  Dormitory  Bonds  of  1956  (Apsaruke  Hall),  E.M.C.E.  Building 
Fee  Revenue  Bonds  Series  1965  (Refunding)  and  E.M.C.E.  Housing  and  Dining 
Revenue  Bonds  of  1964  (Petro  Hall  and  Rimrock  Hall),  for  the  fiscal  year 
ended  June  30,  1983.  Our  examination  was  made  in  accordance  with  generally 
accepted  auditing  standards  and  accordingly  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we  considered 
necessary  in  the  circumstances.  The  schedules  for  all  other  years  presented 
were  examined  by  other  auditors  whose  report  dated  August  5,  1982,  stated  that 
the  account  balances  and  results  of  transactions  were  presented  fairly. 

In  our  opinion,  the  aforementioned  schedules  present  fairly  the  account 
balances  at  June  30,  1983,  and  the  results  of  the  transactions  for 
the  fiscal  year  then  ended. 

In  connection  with  our  examination,  nothing  came  to  our  attention  that 
caused  us  to  believe  that  the  Board  of  Regents  of  Higher  Education, 
EASTERN  MONTANA  COLLEGE  and  the  Trustee  were  not  complying  with  the 
provisions  of  the  indentures  and  resolutions  authorizing  these  bonds,  or 
applicable  state  and  federal  laws  and  regulations,  except  as  noted  in 
"Auditors'  Comments." 


EASTERN  MONTANA  COLLEGE 
Billings,  Montana 

REVENUE  BONDS  OUTSTANDING 
June  30,  1983 


Serial  Revenue  Bonds 

Apsaruke  Hall     10/1/56 

E.M.C.E.  Building  Fee 
Revenue  Bonds  (Refunding) 
1/1/65 

Petro  Hall  &  Refunding  1/1/64 


Totals 


Interest 
Rate 

Final 
Maturity 

Original 
Amount  of 
Bonds 

Retired 

Bonds 

Outstanding 

6/30/83 

2.75 

10/1/96 

$  330,000 

(1) 

$  178,000 

$  152,000 

3.75 

7/1/85 

1  ,270,000 

1  ,012,000 

258,000 

3.125 
3.625 

10/1/00 
10/1/04 

2,201,000 
2,300,000 
4,501,000 

785,000 

615,000 

1 ,400,000 

1  ,416,000 
1  ,685,000 
3,101,000 

$6,101,000 

$2,590,000 

$3,511,000 

Note: 

(1)     Regular  $167,000     Early  $11,000 


EASTERN  MONTANA  COLLEGE 
Billings,  Montana 

ADVANCE  REDEMPTION  RIGHTS  -  ALL  REVENUE  BOND  SERIES 

June  30,  1983 


Apsaruke  Hall  -  Section  301  of  Indenture 

Bonds  #s     Maturity     Redemption  date    Premium 


45  to  265   10/1/67  to 

10/1/91   4/1/67  1  1/27  after  10/1/81  &  on  or  prior  to 

10/1/86,  1%  thereafter 

266  to  330   10/1/92  to 

10/1/96   May  be  redeemed  early  at  any  interest  payment 
date  without  redemption  premium 

If  bonds  are  held  by  an  agency  of  the  U.S.  Government  then  bonds  may  be  redeemed 
at  any  interest  payment  date  without  payment  of  redemption  premium. 

E.M.C.E.  Building  Fee  Revenue  Bonds  (Refunding)  -  Section  4.01  of  Indenture 

Bonds  maturing  in  years  1976  through  1985  are  subject  to  prepayment  after  July  1,  1975, 
at  a  premium  of  2  1/2%. 

C.E.  Housing  and  Dining  Revenue  Bonds  of  1964  (Petro  Hall  &  Refunding)  - 


Section  3  of  Resolution 

Series  "A"  Bonds 

Bonds  maturing  10/1/71-10/1/95  callable  after  10/1/70  at  par,  accrued  interest 
plus  premiums: 

2    %   if  redeemed  4/1/81-10/1/85 
1  1/2%  if  redeemed  4/1/86-10/1/90 
1    %   if  redeemed  after  10/1/90 
Bonds  maturing  10/1/96-10/1/2000  callable  upon  30  days  notice. 

Series  "B"  Bonds 

Bonds  maturing  10/1/75-10/1/2000  callable  after  10/1/74  at  par,  accrued 
interest  plus  premiums: 

2  1/2°/  if  redeemed  4/1/80-10/1/84 

2    %  if  redeemed  4/1/85-10/1/89 

1  1/2%  if  redeemed  4/1/90-10/1/94 

1    %   if  redeemed  4/1/95-10/1/99 

-0-    if  redeemed  after  10/1/99 

U.S.  Government  waives  non-callable  provisions,  redemption  premiums,  and 
Notice  of  Call  provisions  applicable  thereto. 
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LAS1ERN  MONTANA  LULLEGE 


Billing 

:js,  Montana 

SCHEDULE  OF  INVESTMENTS  ••  REVENUE 

BOND  FUNDS 

June  30,  1983 

• 

Carrying 

Market 

Maturity 

Maturity 

Value 

Value 

Description              Rate 

Hall) 

Date 

Value 

6/30/83 

6/30/83 

Dormitory  Bonds  of  1956  (Apsaruke 

Operating  Account 

U.S.  Treasury  Bills  7.90% 

(1) 

8/04/83 

$  85,000 

$   83,292 

$   84,298 

U.S.  Treasury  Bills  8.56% 

(1) 

7/21/83 

5,000 

4,971 

4,975 

U.S.  Treasury  Bills  8.96% 

(1) 

9/22/83 

101  ,000 

98,813 

98,952 

Total 

187,076 

188,225 

Bond  Service  Account 

Money  Market  Fund  - 

Trust  for  U.S.  Trea- 

sury Obi igations 

(2) 

(2) 

(2) 

47,402 

47,402 

Total 

47,402 

47,402 

E.M.C.E.  Building  Fee  Revenue  Bone 

is  Series  1965  (P 

.E.  Refunding) 

Operating  Account 

U.S.  Treasury  Bills  8.91% 

(1) 

9/22/83 

75,000 

73,330 

73,478 

U.S.  Treasury  Bills  8.92% 

(1) 

9/22/83 

21,500 

21,015 

21,064 

U.S.  Treasury  Bills  8.96% 

(1) 

9/22/83 

15,000 

14,675 

14,696 

Total 

109,020 

109,238 

Bond  Service  Account 

Money  Market  Fund  - 

Trust  for  U.S.  Trea- 

sury Obi igations 

(2) 

(2) 

(2) 

1,162 

1,162 

U.S.  Treasury  Note  13.75% 

5/31/84 

115,000 

113,850 

118,611 

Total 

115,012 

119,773 

E.M.C.E.  Housing  and  Dining  Revenue  Bond 

s  of  1964 

(Petro-Rimrock 

Hall) 

Operating  Account 

U.S.  Treasury  Bills  8.96% 

(1) 

9/22/83 

141,000 

137,947 

138,139 

U.S.  Treasury  Bills  8.56% 

(1) 

7/21/83 

24,000 

23,863 

23,881 

Total 

161,810 

162,020 

Bond  Service  Account 

Money  Market  Fund  - 

Trust  for  U.S.  Treasury 

Obi igations 

(2) 

(2) 

(2) 

345,735 

345,735 

U.S.  Treasury  Note  13.75% 

5/31/84 

210,000 

207,638 

216,594 

Total 

553,373 

562,329 

Renewal  and  Replacement 

Account 

Money  Market  Fund  - 

Trust  for  U.S.  Treasury 

Obi igations 

(2) 

(2) 

(2) 

192,000 

192,000 

U.S.  Treasury  Note   8.00% 

8/15/86 

40,000 

41,925 

37,292 

U.S.  Treasury  Note   7.25% 

8/15/84 

32,000 

31,520 

31 ,098 

U.S.  Treasury  Bill   8.90% 

(1) 

9/22/83 

4,000 

3,910 

3,919 

Total 

269,355 

264,309 

Grand  Totals 

$1 ,443,048 

$1  ,453,296 

(1)  Purchased  at  a  discount.  Rate  is  the  effective  yield 

(2)  Not  appl icable 


EASTERN  MONTANA  COLLEGE 
Bil 1 ings,  Montana 

AUDITORS'  COMMENTS  -  ALL  REVENUE  BOND  SERIES 

June  30,  1983 


Payment  of  Bond  Principal  and  Interest 

All  bonds  and  interest  coupons  have  been  paid  on  time  as  they  have  become  due  and 
payable.   In  prior  years,  as  authorized  in  the  Resolutions  and  Indentures,  excess 
net  revenues  and  remaining  balances  in  construction  accounts  have  provided  funds 
to  retire  some  bonds  prior  to  their  stated  maturity  dates. 


Enrollment  Statistics 


Fisca 

1   Year 

Ended  6/30/83 

Fisca 

1   Year 

Ended  6/30/82 

Summer 

Fall 

Winter 

Spring 

Summer 

Fall 

Winter 

Spring 

1982 

1982 

1983 

1983 

1981 

1981 

1982 

1982 

Total    Enrollment: 

Male       -   Freshmen 

59 

745 

671 

494 

62 

697 

527 

462 

-   Sophomores 

75 

258 

302 

294 

55 

193 

279 

235 

-   Juniors 

51 

166 

205 

199 

57 

198 

215 

189 

-  Seniors 

130 

249 

258 

280 

111 

202 

256 

281 

-  Grad.   Students 

234 

212 

246 

214 

194 

193 

190 

166 

Total   Male 

549 

1,630 

1,682 

1,481 

479 

1,483 

1,467 

1  ,333 

Female   -   Freshmen 

91 

1,120 

849 

739 

105 

1  ,165 

810 

734 

-  Sophomores 

115 

403 

451 

410 

102 

367 

447 

383 

-  Juniors 

129 

307 

383 

373 

137 

318 

350 

300 

-   Seniors 

265 

380 

407 

449 

238 

334 

409 

449 

-  Grad.    Students 

567 

337 

307 

343 

527 

368 

333 

350 

Total    Female 

1,167 

2,547 

2,397 

2,314 

1,109 

2,552 

2,349 

2,216 

Total 

1,716 

4,177 

4,079 

3,795 

1  ,588 

4,035 

3,816 

3,549 

Full-Time   Equivalent: 

Undergraduate 

756 

3,257 

3,122 

2,871 

707 

3,129 

2,939 

2,733 

Graduate 

230 

60 

93 

86 

207 

87 

96 

83 

Total 

986 

3,317 

3,215 

2,957 

914 

3,216 

3,035 

2,816 

Enrollment  information  furnished  by  The  Registrar, 
Eastern  Montana  College,  and  was  not  verified  by  audit 


EASTERN  MONTANA  COLLEGE 
Billings,  Montana 

AUDITORS'  COMMENTS  -  ALL  REVENUE  BOND  SERIES  (continued) 

June  30,  1983 


Insurance  Coverages 

Insurance  coverages  appear  adequate  at  6/30/83.  Coverage  for  physical  loss  or  damage 
is  under  the  State  of  Montana  "all  property"  insurance  policy.  The  buildings  are 
insured  by  an  all  risk  blanket  property  insurance  policy,  which  contains  a  replacement 
cost  endorsement.  Contents  within  the  buildings  are  insured  for  actual  cost. 

The  College  is  also  covered  under  the  State  of  Montana's  Employee  Fidelity  Bond, 
boiler  insurance,  and  automobile  liability  policies.  Under  policies  written  through 
local  agents  loss  of  rental  income  is  covered  to  the  extent  of  $822,000  and  $46,000 
on  Petro-Rimrock  Hall  and  Apsaruke  Hall,  respectively.  Petro-Rimrock  Hall  is  also 
covered  for  $25,000  of  extra  expense  pertaining  to  the  food  service.  Other  local 
policies  provide  coverage  for  burglary  and  robbery,  general  liability,  scheduled 
property  floater,  and  travel  accident  coverage.  All  insurance  coverages  are  reviewed 
annual ly . 
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EASTERN  MONTANA  COLLEGE 
Billings,  Montana 

1956  INDENTURE  -  DORMITORY  BONDS  OF  1956  (APSARUKE  HALL) 

DATA  ON  BONDS 
June  30,  1983 


Project  -  Men's  Dormitory  (Apsaruke  Hall) 

Original  Issue  -  $330,000  dated  October  1,  1956 

Interest  Rate  -  2  3/4% 

Type  of  Bonds  -  Serial  bonds  maturing  in  annual  installments  on 

October  1,  1959  through  October  1,  1996 

Bonds  Outstanding 
June  30,  1983  -  $152,000 

Annual  Payments       Original        Outstanding 

June  30,  1983 


Year 

Amount 
5M 

Issue 

1959-62 

$       20,000 

1963-68 

6M 

36,000 

1969-73 

7M 

35,000 

1974-78 

8M 

40,000 

1979-82 

9M 

36,000 

1983-85 

10M 

30,000 

1986-89 

11M 

44,000 

1990-92 

12M 

36,000 

1993-95 

13M 

39,000 

1996 

14M 

14,000 

30,000 
44,000 
36,000 
39,000 
3,000 
$  330,000        $  152,000 


Annual  Principal  and 

Interest  Needs            -  This  Year  $13,304     (Year  Ending  6/30/83) 

Future  Maximum  14,204     (Year  Ending  6/30/87) 

Future  Minimum  13,261      (Year  Ending  6/30/96) 

Annual  Earnings 

Requirement               -  This  Year  $13,861 


EASTERN  MONTANA  COLLEGE 
Billings,  Montana 

1956  I NDENTURE  -  DORMITORY  BONDS  OF  1956  (APSARUKE  HALL) 

SCHEDULE  OF  REVENUES  AND  EXPENDITURES 
For  The  Three  Years  Ended  June  30,  1983 


YEARS   ENDING 


Gross  revenues 

Expenses: 

Salaries,  wages  and  benefits 

Suppl ies 

Repairs 

Utilities  and  telephone 

Other  costs 

Total  expenses 

Income  (loss)  from  operations 

Land  grant  income 

Total 

Add  -  investment  income 

Net  annual  earnings 


6/30/83 

6/30/82 

6/30/81 

$   59,175 

$  46,336 

$  41,937 

27,046 
2,288 

13,581 

19,156 
2,020 

64,091 

21,758 
1,889 
7,982 

18,402 
1,825 

51,856 

20,048 
2,000 
3,716 

11,760 
2,264 

39,788 

(4,916) 

(5,520) 

2,149 

113,168 

127,749 

133,774 

108,252 

122,229 

135,923 

14,906 

35,506 

11,441 

$123,158* 

$157,735* 

$147,364' 

*  Annual  earnings 
Actual 
Required 

Actual    over 


$123,158 

13,861 

$109,297 


$157,735 

14,658 

$143,077 


$147,364 

15,236 

$132,128 


-    9 


EASTERN  MONTANA  COLLEGE 
Bil 1 ings,  Montana 

1956  IN DENTURE  -  DORMITORY  BONDS  OF  1956  (APSARUKE  HALL) 

SCHEDULE  OF  ACCOUNT  ACTIVITY 
For  The  Year  Ended  June  30,  1983 


Balances    6/30/82 

Increases  - 

Income  (loss)  from  operations 
Land  grant  income 
Investment  income 
Inter-account  transfers 
Total  increases 

Beginning  balances  and  increases 

Decreases  - 

Principal  and  interest  paid 
Inter-account  transfers 
Transfer  to  other  E.M.C.  funds 
Total  decreases 

Balances    6/30/83 


Operating 
Account 

Bond 
Service 
Account 

$343,139 

$  43,486 

(4,916) 
113,168 
14,906 

5,337 
11,917 

123,158 

17,254 

466,297 

60,740 

11,917 
231  ,429 

13,304 

243,346 

13,304 

$222,951 

$  47,436- 

Balances  6/30/83  accounted  for 
With  - 
E.M.C. 
Trustee 
State  Treasurer 

Totals 


$203,954 

18,997 

$222,951 


47,436 


$  47,436 


By 


Cash  $  18,997 

Investments  187,076 

Accounts  receivable  (all  considered  collectible)  20,260 

Accounts  payable  and  due  to  other  E.M.C.  funds  (3,382) 

Totals  $222,951 


$     34 
47,402 


$  47,436 


6/30/83  account  balances 
Actual 
Required 

Actual  over 


$222,951 
$222,951 


$  47,436 

44,043 

$  3,393 
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EASTERN  MONTANA  COLLEGE 
Bil 1 ings,  Montana 

1956  INDENTURE 
DORMITORY  BONDS  OF  1956  (APSARUKE  HALL) 

AUDITORS'  COMMENTS 
June  30,  1983 


Section  501  of  Indenture  -  Annual  Earnings  Requirement 

For  the  year  ended  June  30,  1983,  the  Net  Revenues,  Land  Grant  Income  and 
Investment  Income  were  $123,158.  The  Indenture  requires  the  Net  Revenues 
and  Land  Grant  Income  be  sufficient  to  make  the  semi-annual  deposits  to  the 
Bond  Service  Account  as  required  under  the  provisions  of  Section  503.  The 
minimum  earnings  requirement  this  year  was  $13,861.  The  actual  deposit  to 
the  Bond  Service  Account  was  $11,917;  in  addition,  the  bond  service  account 
had  investment  income  of  $5,337.  The  Net  Earnings  were  $109,854  in  excess 
of  the  $13,304  actual  principal  and  interest  paid  during  the  year  -  this 
provided  a  coverage  ratio  of  9.26  (last  year  11.64). 

Section  503  of  Indenture  -  Accounts 

The  account  balances  at  June  30,  1983,  were  as  follows: 

Operating  Account  $223,951.  No  definite  balance  required. 

Bond  Service  Account  $47,436.  Required  to  have  $44,043  which  is  the  amount 
of  bond  principal  and  interest  becoming  due  and  payable  in  the  next  12 
months  plus  a  reserve  of  $30,000.  This  requirement  was  met. 

Transfer  to  Other  E.M.C.  Funds 

During  the  year  ended  June  30,  1983,  excess  funds  in  the  operating  account 
were  transferred  to  other  E.M.C.  funds.  These  funds  are  not  shown  as  an 
expense  in  the  schedule  of  revenues  and  expenditures,  but  are  reported  as  a 
decrease  in  the  schedule  of  account  activity.  The  transfers  included  $226,793 
for  payments  of  principal  and  interest  on  real  estate  contracts  and  an  adminis- 
trative charge  of  $4,636  for  time  spent  by  E.M.C.  Business  Office  personnel  in 
providing  accounting  and  management  services  to  the  Hall.  Pursuant  to  Section 
101  of  the  Indenture,  general  administrative  expenses  are  not  considered  a 
current  expense  of  the  Hall's  operations. 

Section  602  of  Indenture  -  Investment  of  Funds 

Section  602  requires  that  monies  held  for  the  credit  of  the  Bond  Service  Account 
be  invested  by  the  Trustee  in  direct  obligations  of  the  U.S.  Government  or 
obligations  unconditionally  guaranteed  by  the  U.S.  Government.   Included  in 
the  aforementioned  account's  investments  at  June  30,  1983,  are  Money  Market 
Funds  which  are  not  direct  obligations  of  or  guaranteed  by  the  U.S.  Government. 
We  recommend  that  the  College  instruct  the  Trustee  to  invest  in  only  those 
obligations  which  comply  with  the  bond  indenture. 
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EASTERN  MONTANA  COLLEGE 
Billings,  Montana 

1956  INDEN TURE  -  DORMITORY  BONDS  OF  1956  (APSARUKE  HALL) 

AUDITORS'  COMMENTS  (continued) 
June  30,  1983 


Occupancy 


1982-83 


Fall  quarter 
Winter  quarter 
Spring  quarter 

Average  for  three  quarters 


99% 


1981-82 


1980-81 


100% 

96% 

98% 

100% 

96% 

98% 

98% 

80% 

88% 

91% 


95% 


Information  on  occupancy  was  submitted  by 
the  Housing  Office,  Eastern  Montana  College, 
and  was  not  verified  by  audit. 
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EASTERN  MONTANA  COLLEGE 
Bil 1 ings,  Montana 

1965  INDENTURE  -  E.M.C.E.  BUILDING  FEE  REVENUE  BONDS  SERIES  1965  (REFUNDING) 

DATA  ON  BONDS 
June  30,  1983 


Project  -  Refund  Series  1959  Bonds 

Original  Issue  -  $1,270,000  dated  1/1/65     3  3/4% 

Type  of  Bonds  -  Serial  bonds  maturing  in  annual  installments  on 

July  1,  1966  through  July  1,  1985. 

Bonds  Outstanding 
June  30,  1983  -  $258,000 

Annual  Payments  Original  Outstanding 
Year  Amount  Issue  June  30,  1983 
1966  45M  J~  45,000  $ 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 

1983  83M         83,000  83,000 

1984  85M         85,000  85,000 

1985  90M         90,000  90,000 

$1,270,000        $  258,000 


Annual  Principal  and 

Interest  Needs            -  This  Year  $  91,175  (Year  Ending  6/30/83) 

Future  Maximum  93,375  (Year  Ending  12/31/84) 

Future  Minimum  89,969  (Year  Ending  6/30/85) 

Annual  Earnings 
Requirement  -  This  Year        $126,056 
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45M 

$   45,000 

46M 

46,000 

47M 

47,000 

48M 

48,000 

50M 

50,000 

51M 

51 ,000 

53M 

53,000 

55M 

55,000 

58M 

58,000 

60M 

60,000 

62M 

62,000 

65M 

65,000 

68M 

68,000 

72M 

72,000 

75M 

75,000 

77M 

77,000 

80M 

80,000 

83M 

83,000 

85M 

85,000 

90M 

90,000 

EASTERN  MONTANA  COLLEGE 
Billings,  Montana 


1965  INDENTURE 


E.M.C.E.  BUILDING  FEE  REV ENUE  BONDS  SERIES  1965  (REFUNDING) 

SCHEDULE  OF  REVENUES  AND  EXPENDITURES 
For  The  Three  Years  Ended  June  30,  1983 


YEARS  ENDING 


Revenues  -  student  fees 

Operating  expenses: 

Miscellaneous  expenses 
Total  expenses 

Income  from  operations 

Investment  income 

Net  annual  earnings 


6/30/83 

6/30/82 

6/30/81 

$235,057 

$221,545 

$208,092 

2,590 
2,590 

3,560 
3,560 

4,324 
4,324 

232,467 

217,985 

203,768 

39,347 

27,527 

27,203 

$271,814* 

$245,512* 

$230,971* 

*  Annual  earnings 
Actual 
Required 

Actual   over 


$271  ,814 

126,056 

$145,758 


$245,512 

126,056 

$119,456 


$230,971 

126,056 

$104,915 


-   14 


EASTERN  MONTANA  COLLEGE 
Bill ings,  Montana 

1965  INDENTURE  -  E.M.C.E.  BUILDING  FEE  REVENUE  BONDS  SERIES  1965  (REFUNDING) 

SCHEDULE  OF  ACCOUNT  ACTIVITY 
For  The  Year  Ended  June  30,  1983 


Balances 


6/30/82 


Increases  - 

Investment  income 
Inter-account  transfers 
Income  from  operations 
Total  increases 

Beginning  balances  and  increases 

Decreases  - 

Principal  and  interest  paid 
Inter-account  transfers 
Transfer  to  other  E.M.C.  funds 
Total  decreases 


Balances 


6/30/83 


Revenue 

Revenue 

Fund 

Bond  Fund 

,153,032 

$202,275 

16,054 

23,293 

- 

69,023 

232,467 

- 

248,521 

92,316 

401,553 

294,591 

91,175 

69,023 

- 

99,019 

- 

168,042 

91,175 

;233,511* 

$203,416* 

Balances  6/30/83  accounted  for: 
With  - 
E.M.C. 
Trustee 

State  Treasurer 
Totals 


$109,020 

124,491 
$233,511 


203,416 
$203,416 


By  - 
Cash 

Investments 
Totals 


$124,491 

109,020 

$233,511 


$  88,404 

115,012 

$203,416 


*  6/30/83  account  balances 
Actual 
Required 

Total   over 


$233,511 
$233,511 


$203,416 

185,094 

$  18,322 
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EASTERN  MONTANA  COLLEGE 
Bil 1 ings,  Montana 

1965  INDENTURE  -  E.M.C.E.  BUILDING  FEE  REVENUE  BONDS  SERIES  1965  (REFUNDING) 

AUDITORS'  COMMENTS 
June  30,  1983 


Section  5.01  of  Indenture  -  Annual  Earnings  Requirement 

The  annual  earnings  requirement  is  $126,056  which  is  135  percent  of  the  principal 
and  interest  becoming  due  in  the  same  or  any  subsequent  fiscal  year.  For  the 
year  ended  June  30,  1983,  the  Net  Revenues  were  $271,814  which  is  $145,758  in 
excess  of  the  minimum  earnings  requirement.  These  Net  Revenues  were  $180,639  in 
excess  of  the  actual  principal  and  interest  paid  of  $91,175  -  this  provided  a 
coverage  ratio  of  2.98  (last  year  2.69). 

Sections  5.03  and  5.04  of  Indenture  -  Accounts 
The  account  balances  at  June  30,  1983  were  as  follows: 

Revenue  Fund  $233,511.  No  definite  balance  required. 

Revenue  Bond  Fund  $203,416.  Required  to  make  deposits  to  this  account  until 
the  balance  equals  the  current  bond  service  requirements,  the  amount  of 
trustee's  fees  payable  within  30  days,  and  the  maximum  bond  service 
requirements  payable  in  any  subsequent  year  (grand  total  $185,094). 
This  requirement  was  met. 

Operating  Expenses 

Begining  July  1,  1979,  EMC  received  a  specific  appropriation  from  the  Montana 
State  Legislature  to  cover  all  expenses  incurred  in  operating  and  maintaining 
the  Physical  Education  Building.  Accordingly,  only  trustee  fees,  audit  fees, 
and  other  miscellaneous  expenses  totalling  $2,590  are  recognized  in  the 
accompanying  schedule  of  revenues  and  expenditures  for  the  year   ended  June  30, 
1983. 

Other  Expenditures 

For  the  year  ended  June  30,  1983,  transfers  to  other  EMC  funds  of  $99,019  were 
paid  from  the  Revenue  Fund  account.  These  expenditures  were  reported  as  deductions 
in  the  Revenue  Fund  but  were  not  considered  in  the  computation  of  net  annual 
earnings.  The  expenditures  were  for  debt  service  requirements  of  additions  to 
the  P.E.  Building. 
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EASTERN  MONTANA  COLLEGE 
Bil 1 ings,  Montana 

1965  INDENTURE 
.E.M.C.E.  BUILDING  FEE  REVENUE  BONDS  SERIES  1965  (REFUNDING) 

""AUDITORS'  COMMENTS  (continued) 

June  30,  1983 


Section  5.04  -  Revenue  Fund  Bank  Account 

Section  5.04  requires  the  revenue  fund  to  be  maintained  in  a  separate  account 
in  a  bank  which  is  a  member  of  the  Federal  Deposit  Insurance  Corporation. 
This  account,  along  with  most  other  college  accounts,  is  currently  maintained 
by  the  Montana  State  Treasurer. 

While  appearing  to  be  in  accordance  with  existing  State  law  and  Board  of  Regents 
policy,  this  is  technically  not  in  accordance  with  the  indenture.  Unless  legal 
authority  can  be  established  to  the  contrary,  we  feel  the  College  should  comply 
with  Section  5.04  of  the  indenture. 

Sections  5.03  and  5.04  of  Indenture  -  Investment  of  Funds 

Sections  5.03  and  5.04  require  that  investments  be  made  only  in  securities 
which  are  general  obligations  of  the  United  States  or  whose  principal  and 
interest  payments  are  guaranteed  by  the  United  States.  At  June  30,  1983, 
the  investment  in  a  Money  Market  Fund  with  Revenue  Bond  Fund  monies  represents 
an  investment  which  is  not  guaranteed  by,  or  a  general  obligation  of,  the 
United  States.  The  College  should  instruct  the  Trustee  to  invest  in  only 
those  securities  which  comply  with  the  bond  indenture. 
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EASTERN  MONTANA  COLLEGE 
Billings,  Montana 

1965  RESOLUTION 
E.M.C.E.  HOUSING  AND  DINING  REVENUE  BONDS  OF  1964  (PETRO  HALL  AND  RIMROCK  HALL) 

DATA  ON  BONDS 
June  30,  1983 


Project                  -  Series  1964  Petro  Hall  and  Refunding  (Rimrock) 

Original  Issue             -  Series  1964  $2,201,000       3  1/8% 

(1/1/64)  2,300,000       3  5/8% 

Total  $4,501,000 


Type  of  Bonds  -  Serial  bonds  maturing  in  annual  installments  on 

October  1,  1966  through  October  1,  2004. 

Bonds  Outstanding 
June  30,  1983 


Series  A 


$3,101,000 

Annual 

Payments 

Original 

Outstanding 

Year 

Amount 
35M 

Issue 

June 

$ 

30,  1983 

1966-67 

$   70,000 

- 

1968-71 

40M 

160,000 

- 

1972-75 

45M 

180,000 

- 

1976-78 

50M 

150,000 

- 

1979-81 

55M 

165,000 

- 

1982-84 

60M 

180,000 

120,000 

1985-86 

65M 

130,000 

130,000 

1987-88 

70M 

140,000 

140,000 

1989-91 

75M 

225,000 

225,000 

1992-93 

80M 

160,000 

160,000 

1994 

85M 

85,000 

85,000 

1995-96 

90M 

180,000 

180,000 

1997-98 

95M 

190,000 

190,000 

1999 

99M 

99,000 

99,000 

2000 

87M 

87,000 

87,000 

$2,201,000 

$1 

,416,000 

EASTERN  MONTANA  COLLEGE 
Bil 1 ings,  Montana 

1965  RESOLUTION 
E.M.C.E.  HOUSING  AND  DINING  REVENUE  BONDS  OF  1964  (PETRO  HALL  AND  RIMROCK  HALL) 

DATA  ON  BONDS  (continued) 
June  30,  1983 


Series  B 


Annual 

Payments 

Original 

Outstanding 

Year 

Amount 
30M 

Issue 

June  30,  1983 

1967-70 

$  120,000 

$ 

1971-74 

35M 

140,000 

- 

1975-77 

40M 

120,000 

- 

1978-80 

45M 

135,000 

- 

1981-83 

50M 

150,000 

50,000 

1984-86 

55M 

165,000 

165,000 

1987-88 

60M 

120,000 

120,000 

1989-90 

65M 

130,000 

130,000 

1991-92 

70M 

140,000 

140,000 

1993-94 

75M 

150,000 

150,000 

1995-96 

80M 

160,000 

160,000 

1997 

85M 

85,000 

85,000 

1998-99 

90M 

180,000 

180,000 

2000-01 

95M 

190,000 

190,000 

2002 

100M 

100,000 

100,000 

2003 

105M 

105,000 

105,000 

2004 

11 OM 

110,000 

110,000 

$2,300,000        $1,685,000 


Annual  Principal  and 

Interest  Needs            -  This  Year  $217,175     (Year  Ending  6/30/83) 

Future  Maximum  218,650     (Year  Ending  6/30/90) 

Future  Minimum  108,141      (Year  Ending  6/30/02) 

Annual  Earnings 

Requirement               -  This  Year  $258,775 
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EASTERN  MONTANA  COLLEGE 
Bil 1 ings,  Montana 

1965  RESOLUTION 
E.M.C.E.  HOUSING  AND  DINING  REVENUE  BONDS  OF  1964  (PETRO  HALL  AND  RIMROCK  HALL) 

SCHEDULE  OF  REVENUES  AND  EXPENDITURES 
For  The  Three  Years  Ended  June  30,  1983 


YEARS  ENDING 


Gross  revenues: 
Room  income 
Food  income 

Auxiliary  space  rental 
Miscel laneous 

Total  gross  revenues 

Expenses : 

Food  department  expense 

Salaries,  wages  and  benefits 

Suppl ies 

Laundry 

Repairs 

Utilities  and  telephone 

Other  costs 

Total  expenses 

Income  from  operations 

Student  fees 

Total 

Add  -  investment  income 

Net  annual  earnings 


6/30/83 

6/30/82 

6/30/81 

$  648,986 

$  547,939 

$  511,472 

1,019,794 

851 ,994 

743,413 

70,184 

46,021 

39,500 

9,802 

12,798 

6,832 

1,748,766 

1,458,752 

1  ,301,217 

743,309 

654,831 

532,726 

288,045 

268,317 

224,683 

63,856 

40,497 

60,747 

3,422 

6,957 

4,362 

194,002 

108,694 

114,446 

203,145 

202,027 

124,874 

59,274 

36,330 

10,484 

1,555,053 

1,317,653 

1,072,322 

193,713 

141,099 

228,895 

81,420 

77,754 

74,273 

275,133 

218,853 

303,168 

95,796 

87,004 

59,151 

$  370,929* 

$  305,857* 

$  362,319* 

Annual  earnings 
Actual 
Required 

Total  over 


$ 


370,929 
258,775 


305,857 
259,884 


$ 


362,319 
258,325 


$     112,154         $       45,973         $     103,994 
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EASTERN  MONTANA  COLLEGE 
Billings,  Montana 

1965  RESOLUTION 
E.M.C.E.  HOUSING  AND  DINING  REVENUE  BONDS  OF  1964  (PETRO  HALL  AND  RIMROCK  HALL) 

SCHEDULE  OF  ACCOUNT  ACTIVITY 
For  The  Year  Ended  June  30,  1983 


Balances 


6/30/82 


Increases  - 

Income  from  operations 
Student  fees 
Inter-account  transfers 
Investment  income 
Total  increases 

Beginning  balances  and  increases 

Decreases  - 

Principal  and  interest  paid 
Inter-account  transfers 
Capital  expenditures 
Transfer  to  other  E.M.C.  funds 
Total  decreases 


Balances 


6/30/83 


Operating 
Account 

Bond 
Service 
Account 

$510,967 

Repair  and 
Replacement 
Reserve 
Account 

$213,307 

$230,264 

193,713 
81 ,420 

34,448 
309,581 

198,311 

61,348 

259,659 

41,600 
20,207 
61,807 

522,888 

770,626 

292,071 

239,911 

4,100 

34,372 

217,175 

21,444 

278,383 

217,175 

21,444 

$244,505* 

$553,451* 

$270,627* 

Balances  6/30/83  accounted  for: 
With  - 
E.M.C. 
Trustee 

State  Treasurer 
Total s 

By  - 
Cash 

Investments 

Receivable  (net  of  allowance  for 
doubtful  accounts  of  $12,470) 
Due  from  other  E.M.C.  funds 
Accounts  payable  and  accrued 
1 iabil ities 
Total s 

*  6/30/83  account  balances 
Actual 
Required 

Actual  over 


$144,740 
99,765 

$ 
553,451 

$  3,910 

265,483 

1,234 

$244,505 

$553,451 

$270,627 

$100,165 
161,810 

$     78 
553,373 

$  1,272 
269,355 

30,944 
65,000 

- 

- 

(113,414) 

_ 

_ 

$244,505 

$553,451 

$270,627 

$244,505 

$553,451 

497,988 

$  55,463 

$270,627 

$244,505 

$270,627 
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EASTERN  MONTANA  COLLEGE 
Billings,  Montana 

1965  RESOLUTION 
E.M.C.E.  HOUSING  .AND  DINING  REVENUE  BONDS  OF  1964  (PETRO  HALL  AND  RIMROCK  HALL) 

AUDITORS'  COMMENTS 
June  30,  1983 


Section  13  of  Resolution  -  Annual  Earnings  Requirement 

Earnings  are  required  to  be  sufficient  to  pay  the  current  bond  service  require- 
ment, to  make  up  any  deficiency  in  the  bond  service  account  required  balance, 
and  to  meet  a  transfer  of  up  to  $41,600  to  the  repair  and  replacement  reserve 
account.  For  the  year  ended  June  30,  1983,  the  annual  earnings  requirement 
was  $258,775.  The  Net  Operating  Revenue,  Student  Fees,  and  Investment  Income 
were  $370,929  which  was  $112,154  more  than  the  minimum  earnings  requirement. 
These  net  revenues  were  $153,754  in  excess  of  the  actual  principal  and  interest 
paid  of  $217,175  -  this  provided  a  coverage  ratio  of  1.71  (last  year  1.42).  The 
earnings  requirement  was  met  as  required  by  Section  13. 

Section  12,  13,  and  14  of  Resolution  -  Accounts 

The  account  balances  at  June  30,  1983,  were  as  follows: 

Operating  Account  $244,505.  A  definite  balance  is  not  required. 

Bond  Service  Account  $553,451.  Required  to  have  a  balance  of  $497,988 

at  June  30,  1983,  which  is  one-half  of  the  principal  due  during  the  next 
12  months,  plus  a  reserve  of  $442,988.  This  requirement  was  met. 

Repair  and  Replacement  Reserve  Account  -  As  soon  as  the  required  balance  is 
accumulated  in  the  Bond  Service  Account,  there  shall  be  deposited 
annually  thereafter  to  the  Repair  and  Replacement  Reserve  Account  the 
sum  of  $41,600  or  such  portion  thereof  as  is  available  until  the  account 
shall  aggregate  $416,000.  A  deposit  of  $41,600  was  made  to  the  Repair 
and  Replacement  Reserve  Account  before  the  close  of  the  fiscal  year.  A 
definite  balance  is  not  required. 

Section  12  -  Bank  Account 

Section  12  requires  the  revenue  fund  to  be  maintained  in  a  bank  which  is  a  member 
of  the  Federal  Deposit  Insurance  Corporation.  This  account,  along  with  most  other 
college  accounts,  is  currently  maintained  by  the  Montana  State  Treasurer. 

While  appearing  to  be  in  accordance  with  existing  State  law  and  Board  of  Regents 
policy,  this  is  technically  not  in  accordance  with  the  indenture.  Unless  legal 
authority  can  be  established  to  the  contrary,  we  feel  the  College  should  comply 
with  Section  12  of  the  indenture. 
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EASTERN  MONTANA  COLLEGE 
Billings,  Montana 

1965  RESOLUTION 
E.M.C.E.  HOUSING  AND  DINING  REVENUE  BONDS  OF  1964  (PETRO  HALL  AND  RIMROCK  HALL) 

AUDITORS'  COMMENTS  (continued! 
June  30,  1983 


Transfer  of  Cash 

During  the  past  several  years,  the  College  has  transferred  funds  from  the 
Repair  and  Replacement  Account  to  the  Montana  State  Treasurer  or  to  College 
Pooled  Investments.  The  funds  are  designated  for  the  purchases  of  equipment 
in  Petro  and  Rimrock  Hall  or  unusual  and  extraordinary  repairs  to  the  two 
dormitories.  At  June  30,  1983,  funds  totalling  $5,144  had  not  been  expended. 

Capital  Expenditures 

For  the  year  ended  June  30,  1983,  capital  expenditures  of  $4,100  were  paid  from 
the  Operating  Account.  These  expenditures  were  reported  as  a  deduction  in  the 
Operating  Account  but  were  not  considered  in  the  computation  of  the  net  annual 
earnings.  The  Regents  of  the  Montana  University  System  pledged  all  non-resident 
building  fees  collected  after  July  1,  1973,  to  this  revenue  bond  indenture.  The 
funds  are  to  be  used  to  pay  operating  expenses,  capital  equipment,  and  any  other 
ordinary  and  necessary  expenses.  Total  collections  for  this  period  were  $10,910. 
Under  the  terms  of  the  indenture,  capital  expenditures  can  be  made  with 
Repair  and  Replacement  Reserve  funds. 

Sections  13  and  14  of  Resolution  -  Investment  of  Funds 

Sections  13  and  14  of  the  Resolution  require  that  investments  be  made  only  in 
securities  which  are  direct  obligations  of  the  U.S.  Government  or  are  guaranteed 
by  the  U.S.  Government.  At  June  30,  1983,  the  Bond  Service  Account  and  the 
Repair  and  Replacement  Reserve  Account  had  investments  in  Money  Market  Funds 
which  were  not  obligations  of,  or  guaranteed  by,  the  U.S.  Government.  The 
College  should  instruct  the  Trustee  to  invest  in  only  those  securities  which 
comply  with  the  Resolution. 
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1965  RESOLUTION 
E.M.C.E.  HOUSING  AND  DINING  REVENUE  BONDS  OF  1964  (PETRO  HALL  AND  RIMROCK  HALL) 

"""AUDITORS'  COMMENTS  (continued! 

June  30,  1983 


Occupancy 


Petro  Hall : 
Fall  quarter 
Winter  quarter 
Spring  quarter 

Average  for  three  quarters 

Rimrock  Hal  1 : 
Fall  quarter 
Winter  quarter 
Spring  quarter 

Average  for  three  quarters 


1982-83 


1981-82 


1980-81 


99% 

91% 

94% 

94% 

83% 

83% 

83% 

68% 

69% 

92% 

81% 

82% 

105% 

93% 

91% 

99% 

88% 

78% 

86% 

71% 

64% 

97% 

84% 

78% 

Board  and  Room  Rates 

Board  and  room  rates  for  the  year  ended  June  30,  1983,  are  as  follows 

Meal  Coupon 
Plan  and  Room 


Fall  quarter 
Winter  quarter 
Spring  quarter 


$  742 
707 
689 


Extra  charges  are  assessed  for  single  rooms  and  large  double  rooms 
Additional  meal  coupons  may  be  purchased  by  the  student. 

Information  on  occupancy  and  board  and  room 
rates  was  submitted  by  the  Housing  Office, 
Eastern  Montana  College,  and  was  not  verified 
by  audit. 


Transfer  to  Other  E.M.C.  Funds 


During  the  year  ended  June  30,  1983,  excess  funds  were  transferred  to  other 
E.M.C.  funds.  These  funds  are  not  shown  as  an  expense  in  the  schedule  of 
revenues  and  expenditures,  but  are   reported  as  a  decrease  in  the  schedule  of 
account  activity.  The  transfer  was  an  administrative  charge  for  time  spent 
by  E.M.C.  Business  Office  personnel  in  providing  accounting  and  management 
services  to  the  Hall.  Pursuant  to  Section  12  of  the  Indenture,  general 
administrative  expenses  are  not  considered  a  current  expense  of  the  Hall's 
operations . 
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EASTERN  MONTANA  COLLEGE 
Billings,  Montana 

We  have  examined  the  finan 
COLLEGE  for  the  year  ended 
dated  August  18,  1983.  As 
of  the  College's  system  of 
necessary  to  evaluate  the 
ards.  The  purpose  of  our 
and  extent  of  the  auditing 
financial  schedules.  Our 
necessary  to  express  an  op 
as  a  whole. 


cial  schedules  of  the  Revenue  Bonds  at  EASTERN  MONTANA 
June  30,  1983,  and  have  issued  our  report  thereon 
part  of  our  examination,  we  made  a  study  and  evaluation 
internal  accounting  control  to  the  extent  we  considered 
system  as  required  by  generally  accepted  auditing  stand- 
study  and  evaluation  was  to  determine  the  nature,  timing, 

procedures  necessary  for  expressing  an  opinion  on  the 
study  and  evaluation  was  more  limited  than  would  be 
inion  on  the  system  of  internal  accounting  control  taken 


The  management  of  EASTERN  MONTANA  COLLEGE  is  responsible  for  establishing  and  main- 
taining a  system  of  internal  accounting  control.   In  fulfilling  this  responsibl ity , 
estimates  and  judgments  by  management  are  required  to  assess  the  expected  benefits 
and  related  costs  of  control  procedures.  The  objectives  of  a  system  are  to  provide 
management  with  reasonable,  but  not  absolute,  assurance  that  assets  are  safeguarded 
against  loss  from  unauthorized  use  or  disposition,  and  that  transactions  are  exe- 
cuted in  accordance  with  management's  authorization  and  recorded  properly  to  permit 
the  preparation  of  financial  schedules  in  accordance  with  generally  accepted  account- 
ing principles. 

Because  of  inherent  limitations  in  any  system  of  internal  accounting  control,  errors 
or  irregularities  may  nevertheless  occur  and  not  be  detected.  Also,  projection  of 
any  evaluation  of  the  system  to  future  periods  is  subject  to  the  risk  that  procedures 
may  become  inadequate  because  of  changes  in  conditions  or  that  the  degree  of 
compliance  with  the  procedures  may  deteriorate. 

Our  study  and  evaluation  made  for  the  limited  purpose  described  in  the  first  para- 
graph would  not  necessarily  disclose  all  material  weaknesses  in  the  system. 
Accordingly,  we  do  not  express  an  opinion  on  the  system  of  internal  accounting  con- 
trol of  EASTERN  MONTANA  COLLEGE  taken  as  a  whole.  However,  our  study  and  evaluation 
disclosed  the  following  conditions  that  we  believe  result  in  more  than  a  relatively 
low  risk  that  errors  or  irregularities  in  amounts  that  would  be  material  in  rela- 
tion to  the  financial  schedules  of  the  Revenue  Bonds  at  EASTERN  MONTANA  COLLEGE 
may  occur  and  not  be  detected  within  a  timely  period. 

Control  of  Change  Drawer  for  Script 

In  connection  with  the  College's  Food  Service  Program,  the  Housing  Office  maintains 
a  "script  change  drawer"  to  allow  students  to  use  the  exact  change  when  purchasing 
food  on  campus.  The  total  amount  of  script  in  the  drawer  is  fixed,  but  the 
balance  is  not  reconciled  daily  nor  is  responsibility  for  the  drawer  limited  to 
any  one  person  during  the  day.  Good  internal  control  requires  that  responsibility 
for  such  negotiable  assets  be  limited,  preferably  with  one  person,  and  that 
reconciliations  be  performed  on  a  daily  basis.  The  College  should  establish 
procedures  whereby  responsibility  for  the  drawer  is  limited  and  the  balance  in 
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EASTERN  MONTANA  COLLEGE 

August  18,  1983 


the  drawer  is  reconciled  daily.  All  reconciliations  should  be  signed  by  the  person 
who  has  control  of  the  drawer  and  retained  for  future  reference.  In  addition, 
periodic  surprise  reconciliations  by  a  supervisory  employee  should  be  made.  No 
students  having  paid  their  food  service  and  food  facility  fees  should  have  access 
to  the  script. 

Conference  Income 

The  Housing  Office  is  responsible  for  coordinating  the  use  of  campus  facilities 
as  conference  and  convention  sites.  The  Housing  Office  often  sends  the  bill  to 
the  customer  for  the  costs  of  running  the  conference.  The  Business  Office  is 
also  responsible  for  billing  and  collecting  the  income  generated  from  these 
conferences.  Instances  have  been  noted  where  a  conference  was  held  on  campus, 
but  a  bill  was  never  sent;  or  other  times  where  both  the  Housing  and  Business 
Offices  sent  bills.  Good  internal  control  requires  that  all  income  be  properly 
billed,  and  billed  only  once.  The  College  should  establish  procedures  where 
either  the  Business  Office  or  the  Housing  Office  is  responsible  for  the  billing 
of  conference  income. 

These  conditions  were  considered  in  determining  the  nature,  timing,  and  extent  of 
the  audit  tests  to  be  applied  in  our  examination  of  the  June  30,  1983,  financial 
schedules,  and  this  report  does  not  affect  our  report  on  those  financial  schedules 
dated  August  18,  1983. 

Certain  other  matters  came  to  our  attention  which  are  not  considered  to  be  material 
weaknesses  in  internal  control  but  are  presented  below  for  your  future  management 
consideration. 

Statewide  Budgeting  and  Accounting  System 

During  our  audit,  two  entries  were  noted  where  the  debits  and  credits  to  one 
fund  were  not  equal.  The  Statewide  Budgeting  and  Accounting  System  should 
contain  an  edit  step  that  will  not  allow  this  type  of  entry  to  be  entered. 
The  College  should  consult  with  SBAS  technicians  to  determine  why  these 
entries  were  allowed  to  be  entered. 

The  preceding  paragraphs  are  intended  solely  for  the  use  of  management  and  the 
legislature  and  should  not  be  used  for  any  other  purpose.  This  restriction 
as  to  use  is  not  intended  to  limit  the  distribution  of  this  document  which, 
upon  acceptance  by  the  Legislative  Audit  Committee,  is  a  matter  of  public  record. 

We  wish  to  take  this  opportunity  to  express  our  appreciation  for  the  cooperation 
and  assistance  we  received  from  the  College  during  the  course  of  our  audit.   If 
any  questions  arise,  please  call  us. 


EASTERN  MONTANA  COLLEGE 
Billings,  Montana 

SUMMARY  OF  AUDITORS'  RECOMMENDATIONS 

June  30,  1983 


Dormitory  Bonds  of  1956  (Apsaruke  Hall) 

1.  Section  602  -  Investment  of  Funds 

We  recommend  that  the  College  instruct  the  Trustee  to  invest  in  only  those 
obligations  which  comply  with  the  bond  indenture. 

E.M.C.E.  Building  Fee  Revenue  Bonds  Series  1965  (Refunding) 

2.  Section  5.04  -  Revenue  Fund  Bank  Account 

Unless  legal  authority  can  be  established  to  the  contrary,  we  feel  the 
College  should  comply  with  Section  5.04  of  the  indenture. 

3.  Sections  5.03  and  5.04  -  Investment  of  Funds 

The  College  should  instruct  the  Trustee  to  invest  in  only  those  securities 
which  comply  with  the  bond  indenture. 

E.M.C.E.  Housing  and  Dining  Revenue  Bonds  of  1964  (Petro  Hall  and  Rimrock  Hall) 

4.  Section  12  -  Bank  Account 

Unless  legal  authority  can  be  established  to  the  contrary,  we  feel  the 
College  should  comply  with  Section  12  of  the  indenture. 

5.  Sections  13  and  14  -  Investment  of  Funds 

The  College  should  instruct  the  Trustee  to  invest  in  only  those  securities 
which  comply  with  the  resolution. 

Control  of  Change  Drawer  for  Script 

6.  The  College  should  establish  procedures  whereby  responsibility  for  the 
drawer  is  limited  and  the  balance  in  the  drawer  is  reconciled  daily.   All 
reconciliations  should  be  signed  by  the  person  who  has  control  of  the 
drawer  and  retained  for  future  reference.   In  addition,  periodic  surprise 
reconciliations  by  a  supervisory  employee  should  be  made.   No  students 
having  paid  their  food  service  and  food  facility  fees  should  have  access 
to  the  script. 

Conference  Income 

7.  The  College  should  establish  procedures  where  either  the  Business  Office 
or  the  Housing  Office  is  responsible  for  the  billing  of  conference  income. 

Statewide  Budgeting  and  Accounting  System 

8.  The  College  should  consult  with  SBAS  technicians  to  determine  why  these 
entries  were  allowed  to  be  entered. 
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ADMINISTRATIVE  VICE  PRESIDENT  oeyueiiiueM      i.  z>  ,     i:uj 

Billings,  Montana  59101 
(406)657  2155 


Jim  Mourich  ,  CPA 
Smith  Bi  rkeland  &  Co. 
Certified  Public  Accountants 
200  North  34th 
Billings,  Montana  59101 


Dear  Jim: 


RE:  Revenue  Bond  Audit 


The  college's  response  to  your  preliminary  management  letter  comments  on 
the  three  revenue  bond  indentures  you  recently  audited  follow. 

1.      Control  of  Change  Drawer  for  Script 

In  connection  with   the  College' s  Food  Service  Program,   the 
Housing  Office  maintains  a  "script   change  drawer"  to  allow 
students   to  use  the  exact   change  when  purchasing  food  on 
campus.      The  total  amount   of  script   in  the  drawer  is  fixed 3   but 
the  balance  is   not   reconciled  daily  nor  is  responsibility  for 
the  drawer  limited  to  any  one  person  during  the  day.      Good 
internal  control   requires   that  responsibility  for  such 
negotiable  assets   be   limited }   preferably  with  one  person ,  and 
that   reconciliations   be  performed  on  a  daily  basis.      The 
College  should  establish  procedures  whereby  responsibility  for 
the  drawer  is   limited  and  the  balance  in   the  drawer  is 
reconciled  daily.      All  reconciliations   should  be  signed  by   the 
person  who  has  control   of  the  drawer  and  retained  for  future 
reference.      In  addition,   periodic  surprise   reconciliations   by  a 
supervisory  employee  should  be  made.      No  students   having  paid 
their  food  service  and  food  facility  fees  should  have  access   to 
the  script. 

Effective  Fall  Quarter,  1983,  the  college  is  no  longer  using  the  script 
system.  The  college's  internal  control  of  the  script  system  was  thought  to  be 
adequate.  Further  investment  of  time  and  funds  to  increase  internal  control 
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was  considered  and  it  was  decided  the  expenditure  would  be  counterproductive 
and  only  add  to  the  price  the  students  would  have  to  pay  for  their  meal 
service. 


2.      Conference  Income 

The  Housing  Office  is  responsible  for  coordinating  the  use  of 
campus  facilities  as  conference  and  convention   sites.      The 
Housing  Office  often  sends   the  bill   to  the  customer  for  the 
costs  of  running  the  conference.      The  Business   Office  is  also 
responsible  for  billings  and  collecting  the  income  generated 
from  these  conferences.      Instances  have  been  noted  where  a 
conference  was  held  on  campus,   but  a  bill  was  never  sent;  or 
other  times  where  both   the  Housing  and  Business   Offices   sent 
bills.      Good  internal  control   requires   that   all   income  be 
properly  billed,   and  billed  only  once.      The  College  should 
establish  procedures  where   either  the  Business  Office  or  the 
Housing  Office   is  responsible  for  the  billing  of  conference 
income. 

These  conditions  were  considered  in  determining  the  nature, 
timing,   and  extent   of  the  audit   tests   to  be  applied  in  our 
examination   of  the  June  30,    1983,  financial   schedules ,   and 
this   report  does  not  affect   our  report   on  those  financial 
schedules  dated  August    18,    1983. 

Certain  other  matters   came  to  our  attention  which  are  not 
considered  to  be  material  weaknesses   in  internal  control   but 
are  presented  below  for  your  future  management 
consideration . 


The  college  concurs.  A  college-wide  Accounts  Receivable  system  will  soon 
be  operational  and  will  control  the  few  instances  cited. 

3.     Statewide  Budgeting  and  Accounting  System 

During  our  audit,   two  entries  were  noted  where   the  debits  and 
credits   to  one  fund  were   not   equal.      The  Statewide  Budgeting 
and  Accounting  System  should  contain  an  edit   step  that   will 
not  allow  this   type  of  entry  to  be  entered.      The  College 
should  consult  with  SBAS  technicians   to  determine  why  these 
entries  were  allowed  to  be  entered. 


The  college  has  contacted  with  the  Department  of  Administration' 
Accounting  Division.  Edit  procedures  are  being  reviewed. 
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The  two  comments  pertaining  to  investment  and  deposit  of  funds  contained 
in  the  body  of  the  audit  report  have  been  referred  to  the  trustee  for  advice. 
A  copy  of  the  letter  addressed  to  the  trustee  is  attached  for  your 
i  nf ormation . 

Si  ncerely , 


Kenneth  W.  Heikes 
Administrative  Vice  President 


Attachment 
cc 


Bruce  Carpenter,  President 
Eastern  Montana  College 

Jack  Noble,  Deputy  Commissioner  for  Management 
and  Fiscal  Affairs 


Don  Fox,  Controller 
Eastern  Montana  College 

Robert  R.  Ri ngwood 
Legislative  Auditor 
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ADMINISTRATIVE  VICE  PRESIDENT  V  ' 

Bilhngs.  Montana  59101 
(406)  657-2155 


Dave  Servies,  Vice  President 
First  Trust  Co.  of  Montana 
303  N.  Rroadway,  Suite  500 
Billings,  Montana  59101 


Dear  Dave 


RE:  Revenue  Rond  Audit 


During  the  exit  interview  with  the  certified  public  accounting  firm 
contracted  by  the  Montana  legislative  auditor  to  conduct  the  annual  audit  of 
the  college's  revenue  bonds,  the  college  was  presented  with  two  comments  and 
asked  to  provide  written  responses.  The  comments  are  divided  into  two 
categories,  the  first  pertaining  to  the  investment  of  funds,  and  the  second  to 
the  deposit  of  funds.  The  college  believes  that  both  comments  should  properly 
be  addressed  by  you  as  a  representative  of  the  trustee  for  the  college  with 
regard  to  the  three  indentures  being  examined. 

The  auditors  proposed  comments  pertaining  to  the  "investment  of  funds" 
are  quoted  from  the  preliminary  copy  of  the  report  used  at  the  exit  interview 
on  September  12,  1983.  Fach  bond  indenture  is  identified  with  the  comment 
following: 

DORMITORY  BONDS  OF   1956    ( APSARUKE  HALL) 

Section  602  of  Indenture  -   Investment   of  Funds 

Section   602  requires   that   monies   held  for  the   credit   of  the  Bond 
Service  Account   be  invested  by   the  Trustee   in  direct   obligations 
of  the  U.S.    Government   or  obligations   unconditionally  guaranteed 
by  the  U.S.    Government.      Included  in   the  aforementioned  account's 
investments  at  June   30,    1983,   are  Money  Market   Funds  which  are 
not  direct   obligations   of  or  guaranteed  by  the  U.S.    Government. 
We  recommend  that   the  College  instruct   the  Trustee   to  invest   in 
only   those  obligations  which   comply  with   the   bond  indenture. 
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E.M.C.E.    HOUSING   AND   DINING   REVENUE  BONDS   OF   1964    (PETRO  HALL  AND 
RIMROCK   HALL) 

Sections    13  and  14  of  Resolution   -  Investment   of  Funds 

Sections    13  and  14  of  the  Resolution   require   that   investments   be 
made  only   in   securities   which  are   direct   obligations   of  the  U.S. 
Government   or  are   guaranteed  by   the  U.S.    Government.      At  June  30, 
1983,    the  Bond  Service  Account   and  the  Repair  and  Replacement 
Reserve  Account   had  investments   in  Money  Market   Funds  which  were 
not   obligations   of,   or  guaranteed  by,    the  U.S.    Government.      The 
College  should  instruct  the  Trustee  to  invest   in   only  those 
securities  which  comply  with   the  Resolution. 


1965    INDENTURE   -  E.M.C.E.    BUILDING   FEE  REVENUE   BONDS  SERIES    1965 
(REFUNDING) 


Sections   5.03  and  5.04  if  Indenture   -  Investment   of  Funds 

Sections   5.03  and  5.04  require   that   investments   be  made  only  in 
securities   which  are   general   obligations   of  the  United  States   or 
whose  principal  and  interest   payments   are   guaranteed  by  the  United 
States.      At  June  30,    1983,   the  investment   in  a  Money  Market  Fund 
with  Revenue  Bond  Fund  monies   represents   an   investment   which   is 
not   guaranteed  by,   or  a  general  obligation  of,   the  United  States. 
The  College  should  instruct   the  Trustee   to  invest   in  only  those 
securities  which  comply  with   the   bond  indenture. 

In  previous  years,  you  and  I  have  discussed  the  trustee's  investment 
procedures  and  I  am  aware  that  you  have  obtained  a  lengthy  and  well  documented 
legal  opinion  supporting  the  trustee's  procedures  which  assure  the  reader  that 
adequate  guarantees  exist  to  protect  the  bond  holders  investment  in  the 
college's  revenue  bonds.  Since  the  terms  of  the  indentures  provide  that  the 
trustee  has  the  ultimate  investment  responsibility,  the  college  has  acquiesced 
in  your  investment  decision.  The  college  also  appreciates  the  yield  the 
trustee  has  been  able  to  earn  by  following  that  investment  plan. 

Mr.  Jim  Mourich,  CPA  with  Smith  Birkeland  &  Co.,  indicated  that  he  had 
visited  with  you  about  the  investments  and  that  you  provided  him  with  a  copy  of 
the  legal  opinion.  Unfortunately,  according  to  the  auditor,  he  and  his  firm  do 
not  feel  that  the  specific  terms  of  the  indenture,  as  cited  above,  are  being 
followed.  The  audit  comment  is  addressed  to  the  college  but  affects  the 
trustee's  fiduciary  responsibility.  The  college  seeks  your  advice  on  this 
technical  imperfection. 

The  second  comment  pertains  to  the  depository  of  the  funds.  The  specific 
comments  contained  in  the  draft  follow: 


-  32  - 


Revenue  Bond  Audit 
September  16,  1983 
Page  Three 


E.M.C.E.    HOUSING   AND   DINING   REVENUE  BONDS   OF    1964    (PETRO   HALL   AND 
RIM ROCK   HALL) 


Section    12   -  Bank  Account 

Section    12  requires   the   revenue  fund  to  be  maintained  in  a  bank 
which   is  a  member  of  the  Federal   Deposit   Insurance  Corporation. 
This   account j   along  with   most    other  college  accounts ,   is   currently 
maintained  by   the  Montana  State  Treasurer. 

While  appearing  to  be  in  accordance  with   existing  State   law  and 
Board  of  Regents   policy,    this    is   technically  not   in  accordance 
with   the  indenture.      Unless    legal  authority   can   be   established  to 
the  contrary ,   we  feel   the  College  should  comply  with  Section   12  of 
the  indenture. 


E.M.C.E.    BUILDING   FEE  REVENUE   BONDS  SERIES    1965    (REFUNDING) 

Section   5.04   -  Revenue  Fund  Bank   Account 

Section  5.04  requires   the  revenue  fund  to  be  maintained  in  a 
separate  account   in  a  bank  which   is  a  member  of  the  Federal 
Deposit   Insurance  Corporation.      This   account,   along  with  most 
other  college  accounts ,   is   currently  maintained  by  the  Montana 
State  Treasurer. 

While   appearing  to  be  in  accordance  with   existing  State   law  and 
Board  of  Regents  policy,   this   is   technically  not   in  accordance 
with   the   indenture.      Unless    legal  authority  can   be  established  to 
the  contrary,  we  feel   the  College  should  comply  with  Section  5.04 
of  the  indenture. 

This  issue,  likewise,  is  technical.  The  bond  indenture  requires  the 
maintenance  of  a  separate  bank  account  insured  by  FDIC.   In  the  last  few  years, 
the  Montana  Legislative  Assembly  adopted  laws  requiring  the  deposit  of  all 
state  funds  with  the  state  treasurer.  The  college  is  conforming  with  policies 
adopted  by  the  Board  of  Regents  and  is  following  state  law.  The  state 
treasurer  has  funds  deposited  with  banks  insured  by  the  FDIC,  and  the  state  has 
obtained  an  enviable  earnings  record  on  the  investment  of  its  funds.  Even 
though  the  funds  in  the  state  treasury  are  tracked  by  agency  and  accounting 
entity,  the  investments  are  comingled  and  it  is  impossible  to  account  for  the 
funds  from  one  of  our  indentures  in  order  to  determine  if  those  funds  are 
deposited  in  a  bank  insured  by  the  FDIC. 

In  conversations  with  officials  in  the  office  of  the  Commissioner  of 
Higher  Education,  there  appear  to  be  only  two  realistic  solutions  available  to 
the  college.  The  first  would  be  for  the  trustee  and/or  bond  holders  to  waive 
the  requirement  cited  in  the  audit  exception,  or  two,  for  the  legislature  to 
waive  the  investment  "in  the  treasury"  requirement.  The  latter  suggestion  may 
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require  changes  to  the  applicable  statutes.  Either  solution  leaves  the  college 
in  a  dilemma  since  the  prerogative  to  initiate  either  solution  does  not  rest 
with  the  college. 

The  college  is  pleased  to  note  that  the  other  audit  comments  were  minor 
and  the  report  does  not  reflect  exceptions  to  the  amount  of  investment  earnings 
or  to  any  other  college  management  or  trustee  functions.   In  discussions  with 
you,  the  auditor,  and  representatives  of  the  Commissioner's  office,  we  all 
recognize  that  the  two  issues  involved  are  both  technical.  We  agree  that  the 
issues  need  to  be  resolved  so  no  shadow  is  cast  over  the  integrity  of  the 
deposit  or  investment  practices  affecting  those  funds  paid  by  students  for  the 
debt  service,  operations,  and  improvement  of  facilities  used  for  their 
educational  needs. 

Your  counsel  and  advice  as  a  representative  of  the  trustee  will  be  most 
beneficial  in  forming  a  suitable  response  to  the  audit  comments. 


Si  ncerely , 


Kenneth  W.  Heikes 
Administrative  Vice  President 


cc:  Bruce  Carpenter,  President 
Eastern  Montana  College 

Jack  Noble,  Deputy  Commissioner  for  Management 
and  Fiscal  Affairs 

"Jim  Mourich  ,  CPA 
Smith  Bi  rkeland  &  Co. 

Don  Fox,  Controller 
Eastern  Montana  College 

Gwen  Diamond,  Contract  Audit  Coordinator 
Office  of  the  Legislative  Auditor 
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EASTERN  MONTANA  COLLEGE 
Billings,  Montana 

RESOLUTION  OF  PRIOR  AUDITORS'  RECOMMENDATIONS 

June  30,  1983 


Section  602  of  1956  Indenture  -  Investment  of  Funds 

See  current  year  recommendation  number  1  on  page  27. 

Section  5.04  of  1965  Indenture  -  Revenue  Fund  Bank  Account 
See  current  year  recommendation  number  2  on  page  27. 

Sections  5.03  and  5.04  of  1965  Indenture  -  Investment  of  Funds 
See  current  year  recommendation  number  3  on  page  27. 

Section  12  of  1964  Indenture  -  Bank  Account 

See  current  year  recommendation  number  4  on  page  27. 

Sections  13  and  14  of  1964  Indenture  -  Investment  of  Funds 
See  current  year  recommendation  number  5  on  page  27. 

Control  of  Change  Drawer  for  Script 

See  current  year  recommendation  number  6  on  page  27. 

Repair  and  Maintenance  Charges 

Completed  work  and  related  charges  should  be  approved  by  Residence  Life 
management.   The  approved  work  orders  should  be  retained  on  file  for 
future  reference. 

The  College  has  complied. 

Rental  Space  in  Petro-Rimrock  Hall 

The  College  should  consider  increasing  rental  charges  for  space  in 
Petro-Rimrock  Hall. 

Net  annual  earnings  of  the  operating  account  appear  adequate. 
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